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DEPARTMENT PASS TREASURY FOR CROSS AND LEE 

E.O. 11652: N/A 
TAGS: EFIN, ETRD 

SUBJECT: EFFECT OF US DOLLAR DEVALUATION ON HK EXPORTS AND TO 
IMPORTS FROM US 

1. TREASURY REPRESENTATIVE WAS GIVEN ON CONFIDENTIAL BASIS, BY 

HKG ECONOMIST, STUDY BEHAVIOR OVERALL HK FOREIGN TRADE (EXCLUDING 
RE-EXPORTS) AND TRADE WITH US IN TERMS OF PRICE AND VOLUME CHANGES. 

2. TABLE BELOW COMPARES PERCENTAGE CHANGES HK EXPORTS WITH EXPORTS 
TO US AND PERCENTAGE CHANGES TOTAL IMPORTS WITH IMPORTS FROM US 
FOR FIRST THREE QUARTERS OF 1973 COMPARED TO SAME PERIOD 1972. 

I. OVERALL EXPORTS EXPORTS TO US 

VOLUME 5.8 -1.5 

UNIT VALUE 15.5 12.0 

TOTAL VALUE 22.0 10.4 

H. OVER ALL IMPORTS IMPORTS US 
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VOLUME 8.8 21.8 
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UNIT VALUE 14.8 3.6 

TOTAL VALUE 24.6 27.0 

3. HONG KONG DOLLARHAS APPRECIATED ABOUT 16 PERCENT VIS-A-VIS 
US DOLLAR SINCE DECEMBER 1971. 1.E., WHEN US DOLLAR DEVALUED IN 
DECEMBER 1971 AND FEBRUARY 1973. HK DOLLAR APPRECIATED BY SAME 
AMOUNT. SINCE FEBRUARY IT HAS FLOATED WITH US DOLLAR STAYING 
CLOSE TO ITS PARITY OF HK $5.08 EQUALS US$1.00 EXCEPT DURING JULY 
WHEN HK DOLLAR ROSE TO ITS UPPER INTERVENTION POINT AS US DOLLAR 
FELL AGAINST COMMON MARKET CURRENCIES AND YEN. 

4. TABLE CLEARLY INDICATES THAT VOLUME HK EXPORTS DECLINED 

AT TIME WHEN US ECONOMY BOOMING AND VOLUME OF HK EXPORTS ROSE ABOUT 
6 PERCENT TO OTHER DESTINATIONS. EXPORT PRICES ROSE 3.5 PERCENT 
LESS TO US THAN TO OTHER COUNTRIES PRESUMABLY TO MEET COMPETITION 
AND BECAUSE OF GREATER BUYER RESISTANCE. VALUE OF HK EXPORTS 
(IN HK$) TO US HAS RISEN ONLY HALF AS FAST SO THAT TREND 
IS CLEARLY VISIBLE IN DECLINING US SHARE OF MARKET. 

5. IN CONTRAST TO EXPORTS. IMPORTS FROM US ARE GROWING, IN 
QUANTITATIVE TERMS, MORE THAN TWICE AS FAST AS IMPORTS FROM ALL 
SOURCES. BUT PRICES OF US PRODUCTS WERE RISING ONE QUARTER AS FAST 
OVERALL IMPORT PRICES. IN FACT, UNIT VALUES OF RAW MATERIALS AND 
CAPITAL GOODS FELL 3 PERCENT AND 4 PERCENT, RESPECTIVELY. 

THESE TWO NOVEMENTS ABOUT OFFSET EACH SO THAT THE VALUE OF 
IMPORTS FROM US INCREASED ONLY SLIGHTLY FASTER THAN FROM OTHER 
COUNTRIES, I.E., US SHARE OF IMPORTS ROSE ONLY SLIGHTLY. 

6. WITH RESPECT TO MAJOR CATEGORIES HK EXPORTS OF CLOTHING HAS 
BEEN HAREDEST HIT, DECLINGING 8 PERCENT IN VALUE COMPARED TO NO 
CHANGE FOR TOTAL EXPORTS IN THIS CATEGORY. THE COMPARABLE 
FIGURE FOR TEXTILE FABRICS ARE -1.0 PERCENT COMPARED TO PLUS 6.0 
PERCENT. ON OTHER HAND TRANSISTOR EXPORTS ARE DOING VERY WELL 
PLUS 16 PERCENT COMPARED PLUS 15 PERCENT WHILE ELECTRONIC 
COMPONENTS ROSE 35 PERCENT TO US COMPARED TO 50 PERCENT TO ALL 
COUNTRIES. THE VERY LARGE "OTHER CATEGORY" WHICH INCLUDES 
TOYS, WIGS, ARTIFICIAL FLOWERS, ETC., FELL 2 PERCENT TO US WHILE 
RISING 1 1 PERCENT TO ALL COUNTRIES. 

7. IT IS CLEAR THAT THE CHANGE IN EXCHANGE RATE RELATIONSHIPS 
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BETWEEN HK AND US HAS HAD A MARKED EFFECT ON VALUE OF EXPORTS AND 
IMPORTS BETWEEN THE TWO COUNTRIES IN THE DIRECTION EXPECTED: 
ACCELERATION OF US EXPORTS TO HK AND SLOWDOWN OF HONG KONG 
EXPORTS TO US. THE US EXPORT PERFORMANCE IS RATHER REMARKABLE 
(PLUS 22 PERCENT) BUT BECAUSE MOST US DEVALUATION BENEFIT HAS BEEN 
PASSED TO LOCAL BUYERS IN FORM RELATIVELY STABLE PRICES, US 
EARNINGS HAVE NOT RISEN MUCH FASTER THAN THOSE OF OTHER 
EXPORTERS TO HK (PLUS 27 PERCENT COMPARED TO PLUS 25 PERCENT). 
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